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When [heard from Coby Swank last fall 
that the Cleveland Council planned a 
session on Eastern Europe and that I 
would have an opportunity to speak, I 
was delighted. After the Soviet invasion 
of Afghanistan, the chance to say some- 
thing about our policy toward Eastern 
Europe is all the more welcome. Many 
legitimate questions and doubts have 
been raised since last December as to 
whether we can—or should—continue 
our present policies toward Moscow’s 
Warsaw Pact allies in the wake of Soviet 
aggression against Afghanistan. I will try 
to deal with that question this evening 
and also to analyze the trends which we 
expect will affect Eastern Europe in the 
1980s. 

I would also like to say something 
about the future of Yugoslavia, a coun- 
try of central importance to the United 
States and Western Europe. Although 
this independent and nonaligned coun- 
try has little in common with Moscow’s 
Eastern European allies, Belgrade’s pol- 
icies impact importantly on Warsaw 
Pact capitals and vice versa. 

Finally, Iintend to say a word about 
Albania, another “special case” country 
on the margins of the region. 

I will not focus on the three Baltic 
States in these remarks. I want to em- 
phasize, however, that our policy of not 
recognizing the forcible and illegal in- 
corporation of Estonia, Latvia, and 


Lithuania into the Soviet Union in 1940 
remains unchanged. 

Before I begin to speak in generali- 
ties, let me warn you against them. Even 
in the early days of the cold war and 
regimes freshly imported from Moscow, 
Eastern Europe was not a monolith. It is 
far less so today. Each country has its 
own historic personality, its own reli- 
gious, historical, cultural, and political 
traditions. Even within each country 
there are important national and region- 
al differences of continuing—and some- 
times growing—importance. The last 
decade has seen nationalism play an in- 
creasingly important role worldwide, 
from Quebec to southern Africa. During 
the 1980s we expect—and welcome— 
growing diversity in Eastern Europe as 
governments are forced to cope with the 
differing historical and economic factors 
at play in each country. 

We made steady progress in our 
relations with most of the countries of 
Eastern Europe in the 1970s, particular- 
ly during the latter half of the decade. 
As we enter the 1980s our policy re- 
mains, as Secretary Vance said on March 
3 in Chicago, one of continuing to “Build 
stronger relations with the nations of 
Eastern Europe.” 


U.S. Interests 


U.S. interests in Eastern Europe remain 
consistent and constant, and they pro- 
vide a framework for our policies in the 
decade ahead. 


¢ We havea strong and legitimate 
security interest in a region which was 
the birthplace of two world wars. A 
prosperous and diverse Eastern Europe 
which plays an independent and con- 
structive role in the world can only bea 
factor for international stability. 

e As the homeland of so many mil- 
lions of Americans, we have a special 
humanitarian interest in the peoples of 
the area. American presidents from 
Woodrow Wilson and Franklin Roose- 
velt to Jimmy Carter have paid particu- 
lar attention to the aspirations of East- 
ern European peoples, and American 
Presidents in the decade ahead will sure- 
ly do the same. 

© We have an interest in expanding 
economic ties with these countries which 
are becoming increasingly important 
trading partners. Since 1970, our trade 
with the region has increased eightfold 
and we had a favorable trade balance of 
$1 billion in 1979. 

¢ While trade will not be a predomi- 
nant U.S. interest in the area in the 
1980s, we favor its expansion because of 
the direct benefit it brings to the Ameri- 
can economy and because of its political 
contribution to diversity in the region. 


Economic Factors 


Economic factors are virtually certain to 
reinforce the trend toward diversity in 
Eastern Europe in the decade ahead. 
The troubled economies of the countries 
are a challenge to the ability of the re- 
gimes of the region to govern. Rising 
energy prices, declining productivity, 
falling growth rates, imported inflation, 
poor agricultural performance, and ris- 
ing hard currency indebtedness add up 
to a picture which is gloomy, even in 
today’s terms. 

These problems will probably get 
worse. Given the prospect of declining 
Soviet oil production, Moscow may be 
forced to supply a smaller percentage of 
Eastern Europe’s energy needs in the 
next decade. In any event, Eastern 
European countries will probably be 
paying OPEC [Organization of Petrole- 
um Exporting Countries] prices for their 
Soviet oil within a couple of years, and 
nuclear power will not be a significant 
substitute until at least the 1990s. The 
energy crunch alone, on top of the 
endemic inefficiencies of the Soviet- 
model command economies of the region, 
will lead to marginal and even negative 
growth rates in some of the countries of 
the region in the 1980s. 

At the same time, Soviet demands 
for Warsaw Pact military expenditures 
continue to grow, and there is increasing 


evidence of consumer discontent. In 
Poland, for example, there are indica- 
tions that consumer dissatisfaction over 
shortages of meat and certain other food 
products is a major source of govern- 
ment concern. This could be an explosive 
mixture, especially since economic 
growth is the leading “success indicator” 
for the political elites of Eastern Europe. 

The same factors, of course, are a 
stimulus to reform and diversification of 
economic and financial ties. Moscow’s 
answer —increased integration of the 
economies of the Council for Mutual Eco- 
nomic Assistance—is unlikely to make 
much headway without the cement of 
energy dependence and hidden subsidies 
to hold it together. 

The economic challenge of the 1980s 
demands new responses in Eastern Eu- 
rope, responses which should contribute 
to decentralization and political trends 
we would welcome. Hungary has already 
taken a series of additional measures 
aimed at further rationalization of its 
economy. Following its recent Party 
Congress and a series of top-level 
changes in government, Poland appears 
to be starting slowly down the path of 
reform. The Polish Government, for ex- 
ample, is instituting a new wage incen- 
tive system in some enterprises. The 
new system is aimed at stimulating ex- 
ports through higher productivity and 
better quality control. Czechoslovakia, 
too, has embarked, albeit cautiously, on 
a limited economic reform program. 
Bulgaria has just announced a new law 
permitting mixed-capital joint ventures 
with the West for the first time. Roma- 
nia has been a member of the Interna- 
tional Monetary Fund since 1973, and 
other Eastern European countries are 
interested in following suit. All the 
countries of the region want to 
strengthen their trade and financial ties 
with the West. While protecting both 
our strategic and financial interests, this 
is a trend we want to encourage. 


Political Change 


There is also some political change afoot. 
In an increasingly multipolar world, 
most Eastern European governments 
want to carve out a role of their own 
rather than be perceived as Moscow’s 
shadow. Romania, for example, is 
strengthening its ties with the non- 
aligned as an extension of its independ- 
ent foreign policy. Poland would like to 
use its unique historical and geographical 
position to assume a role as a “bridge” 
between East and West. Hungary seeks 
a similar economic role for itself. Bulgar- 
ia seeks improved bilateral relations 
with the United States and other West- 
ern countries as the catalyst for en- 


hanced economic ties. These are trends 
we welcome, and to the degree that the 
countries involved are prepared to take 
our concerns into account and truly act 
as sovereign entities on the internation- 
al scene, we are fully prepared to ex- 
pand our relations with them. 

Finally, in the past few years there 
has been movement, albeit often hesi- 
tant, toward recognition of the fact that 
human rights has a legitimate place on 
the bilateral agenda. We shall continue 
to point out to the governments of the 
region that human rights is an important 
subject to us, that it goes considerably 
beyond divided family or visa questions, 
and that it is a matter which they should 
take increasingly into account if they 
wish to create favorable conditions for 
mutually beneficial cooperation. 

The 35 governments which signed 
the Helsinki Final Act committed them- 
selves to be guided in their relations by 
the principle of respect for human rights 
and fundamental freedoms. They prom- 
ised progress in a number of areas, in- 
cluding the specific basket 3 matters of 
family reunification; freer international 
travel; greater access to printed, broad- 
cast, and filmed information; and in- 
creased educational and cultural ex- 
changes. As we prepare for the Madrid 
followup meeting this fall, we have been 
holding bilateral consultations with 
Eastern European countries on imple- 
mentation of the Helsinki Final Act and 
prospects for further cooperation. These 
consultations have dealt with the full 
range of human rights questions as well 
as military security and economic sub- 
jects. While results have been disap- 
pointing when weighed against the 
commitments made by governments at 
Helsinki 5 years ago, some progress has 
been made. 

The situation varies from country 
to country. In general there is more will- 
ingness to permit divided families to be 
reunited and to allow greater movement 
of people. Some governments, such as 
Poland’s, recognize the need to respect 
the role played by religion in the society 
and havea higher relative degree of tol- 
eration for intellectual diversity. The 
Romanians have been prepared to dis- 
cuss bilaterally issues they consider 
highly sensitive, including treatment of 
Romania’s ethnic Hungarians. 

Many of the promises made at Hel- 
sinki have not been kept—particularly 
by the Governments of Bulgaria, Czech- 
oslovakia, and the German Democratic 
Republic—but this should not cause us 
to lose hope or abandon our efforts. 


U.S. Relations With Eastern Europe 


In the last 3 years, this administration 
has achieved a great deal in our bilateral 
relations with Eastern Europe. 


¢ The return of the crown of St. 
Stephen to the Hungarian people and 
the reciprocal granting of most-favored- 
nation tariff treatment in 1978 contrib- 
uted to a much improved political and 
economic relationship. More important- 
ly, the crown, as the most important 
symbol of Hungarian national identity, 
is on public display in Budapest where 
it has been viewed by thousands of 
Hungarians. 

e President Carter’s 1977 visit to 
Warsaw improved our political, econom- 
ic, and cultural relationship with Poland, 
a critically important country of Eastern 
Europe with which so many Americans 
have personal ties. 

e President Ceausescu’s visit to the 
United States in 1978 gave new impetus 
to U.S.-Romanian relations, which are 
important to both countries because of 
Romania’s independent stance on a 
range of important international issues. 
The granting of most-favored-nation sta- 
tus to Romania in 1975 has strengthened 
the economic dimension of this relation- 
ship, with bilateral trade more than 
doubling in the past 5 years. 

¢ With the German Democratic 
Republic we have signed a landmark 
consular agreement which deals satis- 
factorily with the troublesome issue of 
“German” nationality in a way which 
meets our concerns, and we are negotiat- 
ing a cultural and scientific exchange 
agreement which will give our profes- 
sors, scientists, artists, and specialists 
greater access to East German society. 


We have welcomed Bulgarian inter- 
est in improved political and economic 
ties, as well as the modest but real 
moves to reunite divided families and to 
settle claims of American holders of 
Kingdom of Bulgaria dollar bonds. 

We have made less progress with 
Czechoslovakia, partially in reaction to 
the Czechoslovak Government’s harsh 
repressive measures against human 
rights activists. But we are prepared 
to negotiate a fair settlement of the 
longstanding issues of compensation of 
U.S. claims for nationalized property 
and the return of Czechoslovak gold held 
by the Tripartite U.S.-French-British 
Commission since the end of World War 
II. Such a settlement could pave the way 
to improved economic and cultural rela- 
tions provided that the climate of our 
relations is not again worsened by new 
acts of repression in Czechoslovakia. 

That we and the countries of East- 
ern Europe have made progress in our 
dealings with one another is not really in 


question. The question is whether this 
progress can be maintained following 
the Soviet invasion of Afghanistan and 
the consequent worsening of relations 
between the West and Moscow. It is 
clear that Eastern European countries 
are freer to pursue their own interests 
with the West in a period of detente. It is 
also evident that Soviet pressure on 
Eastern Europe for foreign policy unity 
and domestic orthodoxy has heightened 
in the face of the international outcry 
against Soviet aggression in Afghani- 
stan. What remains to be seen is whether 
U.S. relations with Eastern Europe are 
doomed to decline in step with U.S.- 
Soviet relations. 

From our perspective, the answer is 
clearly “no.” Moscow’s Warsaw Pact 
allies neither participated in the inva- 
sion of Afghanistan nor apparently were 
consulted about it in advance. Some, at 
least, were not even advised of the 
Soviet rationale until well after we 
were. The initial responses of Eastern 
European governments to the event 
were varied—from Romania’s implicit 
public condemnation of the act to the 
prompt endorsement of the East Ger- 
man leadership, with a wide range in 
between. Although Moscow has since 
enforced a degree of public support— 
with the continuing exception of Roma- 
nia—we continue to hear convincing 
private disclaimers. 

Weare determined that the Soviets 
must pay areal and lasting cost for their 
brutal aggression in Afghanistan, and 
since we see no sign of their withdrawal, 
the prospects for U.S.-Soviet relations 
are poor for the foreseeable future. But 
it would make little sense for us to apply 
the same measures to the countries of 
Eastern Europe, as this would give them 
no incentive to conduct policies reflect- 
ing their own national interests. Indeed 
in the wake of Afghanistan we should— 
and will—try harder to maintain and 
build on the progress we have made with 
the countries of the region, confident 
that this is in our best interest and 
theirs. 

We of course expect the nations of 
Eastern Europe to recognize that our 
relations must be built on reciprocity. 
We expect them to take our concerns in- 
to account, despite the limitations Soviet 
military and political power place on 
their freedom of maneuver. Diversion of 
U.S. grain or controlled technology to 
the U.S.S.R., should it occur through 
Eastern Europe, would inevitably make 
it impossible for us to differentiate be- 
tween Eastern Europe and the Soviet 
Union in our trade controls. Direct par- 
ticipation in the Soviet occupation of 


Afghanistan would certainly cause us to 
reevaluate our policies. Overt pressure 
on Yugoslavia would cause us great con- 
cern. Domestic repression as always 
would affect the climate of our relations. 
But such steps would also be contrary to 
the interests of the governments con- 
cerned, and it is our devout hope that 
this—rather than the threat ofa U.S. 
reaction—will be the deciding factor. 


Yugoslavia 


Our efforts to improve relations with 
Moscow’s Eastern European allies will 
continue to be important to us in the 
decade ahead. But Yugoslavia will be 
much more central to our foreign policy. 
Events in post-Tito Yugoslavia will have 
a major impact on both Eastern and 
Western Europe and, indeed, the entire 
international system. An independent, 
united, and nonaligned Yugoslavia is 
crucial to the stability of Europe and the 
world, and support for-that country’s 
territorial integrity, independence, and 
unity is central to U.S. policy. 

Much is being said and written 
these days about the potential chal- 
lenges to a Yugoslavia without Tito at 
the helm. As someone whose exposure 
to Yugoslavia began 17 years ago with 
my first Foreign Service assignment, I 
confess to skepticism when I hear pre- 
dictions of radical change in Yugoslav- 
ia’s position in the world. 

In 1963, the conventional wisdom in 
this country was that Tito was about to 
lead Yugoslavia into the Warsaw Pact, 
or that he had never really been apart 
from it at heart. The U.S. Congress had 
just acted to end all assistance to Yugo- 
slavia and to withdraw normal trade 
privileges—most-favored-nation (MFN) 
treatment. Wisely, we never actually 
withdrew MFN. We underestimated 
Yugoslavia’s determination and ability 
to defend its independence then, and 
many in the United States and else- 
where are making the same mistake 
today. 

Yugoslavia indeed faces difficult 
problems in the decade ahead. Histori- 
cally rooted animosities among Yugo- 
slavia’s peoples have not been entirely 
overcome, although considerable prog- 
ress has been made. Yugoslavia’s econ- 
omy is overheated and the economic 
decentralization of the past decade has 
made it more difficult for the central 
government to deal with pressing prob- 
lems of inflation and balance of pay- 
ments. The Soviet invasion of Afghani- 
stan and the Vietnamese invasion of 
Kampuchea challenge the principle of 
nonintervention which Yugoslavia and 
the other members of the nonaligned 


ovement regard as fundamental. Re- 
cent public attacks on Yugoslav policies 
by the Soviet Union, some of its Warsaw 
Pact allies, and Vietnam seem to prom- 
ise further pressure on Belgrade’s inde- 
pendent line. A few anti-Yugoslav 
emigre organizations abroad—includ- 
ing, regrettably, in the United States— 
harbor individuals who advocate and 
employ violence in pursuit of their poli- 
tical goals. 

Yet Yugoslavia without Tito is 
already working, and working well. Dur- 
ing the 3 months of the President’s ill- 
ness, the country has drawn together 
behind a collective leadership selected in 
accordance with procedures established 
before Tito’s illness. A stringent austeri- 
ty program is already having its effect 
on the economy. Yugoslavia’s able dip- 
lomatic corps and principled opposition 
to Soviet efforts to manipulate the non- 
aligned movement should assure it a 
continued leadership role there. And the 
country’s territorial defense force, 
which is capable of mobilizing 3 million 
men and women in short order, and the 
Yugoslavs’ tradition of determined re- 
sistance to outside intervention indicate 
that any attempt to use military force 
against Yugoslavia would face very for- 
midable opposition. 

But what is the United States pre- 
pared to do to assist a Yugoslav Gov- 
ernment facing challenges from within 
or without? 

We have no security commitment to 
Yugoslavia nor does Yugoslavia want 
one. An overeager embrace from the 
United States and its allies would dis- 
comfort Tito’s successors more than it 
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would reassure them. As President 
Carter has said, we are prepared to con- 
sider seriously doing whatever the 
Yugoslavs may ask us to do. This obvi- 
ously includes diplomatic and economic 
support and continuation of the military 
supply relationship we have maintained 
for many years. 

For the past 3 years we have been 
strengthening our relations with Yugo- 
slavia across the board in preparation 
for Tito’s inevitable departure from the 
scene. Our bilateral relations have never 
been better. President Carter expects to 
carry on the same high-level dialog 
with Tito’s successors as he did with 
Tito himself. We strongly encourage the 
continued interest of U.S. companies in 
doing business in Yugoslavia. The new 
agreement between the European Eco- 
nomic Community and Yugoslavia 
should give a further boost to Yugoslav 
exports, increasing Western confidence 
in the long-term prospects for the Yugo- 
slav economy. 

To Moscow and its allies, it should 
be clear that attempts to undermine 
Yugoslavia’s unity, territorial integrity, 
and independence would be a matter of 
grave concern to the United States and 
the nations of Western Europe. It should 
also be clear to emigre groups which 
favor the breakup of Yugoslavia that 
their aims totally contradict U.S. policy 
and that we will not tolerate illegal or 
terrorist acts against the Yugoslav Gov- 
ernment on U.S. soil. Federal and local 
law enforcement authorities are alert to 
the possibility of an outbreak of illegal 
actions following President Tito’s death 
and will prosecute crimes to the full ex- 
tent of the law. 


I believe, then, that we can look to 
Yugoslavia’s future with confidence as a 
prosperous and independent state fully 
capable of managing its own internal af- 
fairs and defending itself against outside 
aggression. We will do what we can to 
contribute to this end. 


Albania 


In closing, let me say a word about 
Albania with which we have not had dip- 
lomatic relations since World War II. 
Concerned about its political and eco- 
nomic isolation, the Albanian Govern- 
ment has moved hesitantly of late to im- 
prove its economic and political ties to 
Greece, Yugoslavia, and Western Eu- 
rope. We welcome this trend in the belief 
that it will contribute to stability and 
peaceful progress in the Balkans and 
Europe as a whole. The Albanian leader- 
ship has made it plain in its public 
statements that it does not presently 
seek such an improvement in relations 
with the United States. However, I 
would like to reiterate the statement by 
Deputy Secretary of State Rush in an ad- 
dress at the Naval Academy in April 
1973: “If and when Albania wishes to 
resume relations with us, it will find us 
prepared torespond.” @ 
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